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SUBJECT: FMS CREDIT FOR PURCHASE OF C-130H AIRCRAFT 

REFS: (A) MANILA 7594; (B) SECDEF 171616Z APR 75; 

(C) MANILA 8521 

1. DEPARTMENT HAS BEEN ADVISED THAT, CONTRARY TO REFTEL A 
IMPLICATION, LOCKHEED OFFER TO GOP OF TWO LATE 1976 SPACES 
ON C-130 PRODUCTION LINE WAS NOT UNCONDITIONAL BUT RATHER 
QUOTE SUBJECT TO PRIOR SALE UNQUOTE, AND THAT 1976 PRODUC- 
TION LINE SPACES ORIGINALLY RESERVED FOR GOP HAVE BEEN 
REALLOCATED TO OTHER CUSTOMERS WHO HAVE SIGNED PURCHASE CON- 
TRACTS. WE HAVE ALSO BEEN INFORMED THAT TWO C-130H AIRCRAFT 
CAN BE MADE AVAILABLE (AT A COST OF DOLS 7.2 MILLION EACH) 

FOR DELIVERY TO GOP DURING FIRST AND SECOND QUARTERS OF CY 
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2. THE DEPARTMENT HAS OBTAINED INTERAGENCY APPROVAL TO ALLO- 
CATE AN ADDITIONAL DOLS 3.0 MILLION OF FY 1975 USG GUARAN- 
TEED CREDIT TO GOP FOR USE AS A FIRST TRANCHE PAYMENT ON TWO 
C-130H AIRCRAFT. THIS ADDITIONAL DOLS 3.0 MILLION WILL BE 
OFFERED UNDER THE SAME TERMS AND PROCEDURES PROPOSED FOR THE 
FY 1975 M-16 RIFLE FACTORY CREDIT PROGRAM (REFTEL B). 

3. EXTENSION OF THIS CREDIT, IF ACCEPTED BY THE GOP, WOULD 

NOT IMPLY A MULTI-YEAR COMMITMENT ON THE PART OF THE USG 
TO FINANCE GOP C-130H ACQUISITION. HOWEVER, SUBJECT TO 
AVAILABILITY OF FUNDS, IT WOULD NOT PRECLUDE USE OF FUTURE 
YEAR FMS CREDITS TO COMPLETE FINANCING OF C-130HS. IT IS 
UNDERSTOOD THAT THIS IS STRICTLY A COMMERCIAL SALE BETWEEN 
LOCKHEED AND THE GOP. 

4. WOULD APPRECIATE CONFIRMATION BY IMMEDIATE MESSAGE OF 
GOP ACCEPTANCE OF THIS OFFER ASAP BUT NO LATER THAN JUNE 
25 SO THAT FY 1975 FMS CREDIT FUNDS CAN BE COMMITTED PRIOR 
TO JUNE 30 DEADLINE. IN INFORMING THE GOP OF THIS OFFER 

OF ADDITIONAL CREDIT, EMBASSY SHOULD ENSURE THAT GOP 
UNDERSTANDS THAT FY 75 FMS CREDIT LEVEL OF DOLS 10 MILLION 
DOES NOT IMPLY A COMMITMENT TO SIMILAR LEVEL OF CREDIT IN 
FUTURE. KISSINGER 
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